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The accumulation of capital cannot be accounted for [says he] simply 
by the setting apart of goods ; there is necessarily involved a surplus of 
production over consumption, and this surplus of productive power is what 
needs to be accounted for. 

" How does it happen, then," he continues, " that the production 
of a community exceeds its consumption ? " According to the Man- 
chester School, this surplus is due to the productive power of labor ; 
but this answer leaves us just where we started. According to Mill, 
it is due to the fact that the laborer produces more than enough to 
support him ; and this answer is no better than the last. According 
to Marx, the lengthening of the labor day with no increase in the 
wages accounts for the surplus. This, however, is essentially the 
same answer as Mill's; and, if we consider the employer as himself 
a laborer, the surplus is still unaccounted for, since the employer 
himself is a consumer. 

The author traces this surplus back to its original source in the 
human will, conditioned by certain objective facts — such as the pro- 
ductive power of nature, the perishableness of goods, the increase of 
numbers and the growth of wants. To produce it, some one must 
voluntarily forego certain forms of consumption and work harder for 
the distinct purpose of securing an economic advantage. It need 
scarcely be pointed out that this is another form of the abstinence 
theory; but, as thus presented, it will doubtless appeal more strongly 
to those who like the style of argument used by Karl Marx, and will 
thus serve an important controversial purpose. 

The author's style is clear and forcible, interspersed with a good 
deal of rather caustic humor which does not detract from its interest ; 
and his German is easier than that in most German treatises for the 
English-speaking student. T N Carver 

Oberlin College. 

The Bargain Theory of Wages : A Critical Development from 
the Historic Theories, together with an Examination of Certain 
Wages Factors : the Mobility of Labor, Trade Unionism and the 
Methods of Industrial Remuneration. By John Davidson, M.A., 
D. Phil. (Edin.), Professor of Political Economy in the University 
of New Brunswick. New York and London, G. P. Putnam's 
Sons, 1898. — viii, 319 pp. 

This book deserves a welcome. It is a sincere attempt, first, to 
appraise the worth of those theories of wages which have for a time 
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gained wide acceptance and to show to what extent these theories 
were historically and relatively justified ; and, secondly, to show that 
these theories are " not mutually antagonistic, but in a sense com- 
plementary " (p. iv), and to harmonize them in an "eclectic theory," 
which embodies all that is of permanent value in them. In the 
final chapters it reargues the theoretical question in immediate con- 
nection with certain practical problems. To say any but favorable 
things of a book so fair-minded, interesting and ingenious may seem 
ungracious, but from the secure position of negation it appears to us 
that the author is far from succeeding in his task. 

The subsistence theory, in its various forms, is said to be a supply 
theory only, and the leading version of the productivity theory one 
of demand only. The wages-fund theory is " in form at least the 
most adequate attempt to resolve the wages question" (p. 135). 
The author's discussion of this topic is not especially lucid. He 
says that the wages-fund theory is one " of the demand and supply 
of labor " (p. 134). " It recognizes that there are two sides to the 
equation " (p. 135). But again, since the supply of labor is supposed 
to be determinate (p. 51), " it is entirely a theory of the demand for 
labor" (p. 52). Again, "the fundamental error of the wages-fund 
theory consists in treating both supply and demand as fixed quan- 
tities " (p. 134). The question is, he says, one as to real, not as to 
money wages (p. 62) ; for the source of such wages is in the stock of 
goods which have been preparing for use during many years (p. 56), 
and this stock is an approximately fixed amount (p. 63), out of which 
the receivers of rent and interest, as well as the laborers, are paid. 
Having thus deprived the expression " wages-fund " of significance, 
he continues to use it as if it had some. 

The first part of the chapter on the productivity theory is a valu- 
able exposition. The two versions, which state the causal order, 
respectively, as higher wages, therefore greater efficiency, and increased 
efficiency, therefore higher wages, are clearly distinguished. But in his 
criticism of the second of these versions Professor Davidson cer- 
tainly goes far astray (pp. 1 19-126). In brief, his rejection of it 
rests on a failure properly to interpret the meaning of " contribution " 
in the theory of value. His argument that we cannot determine the 
contribution of labor is both naive in its method and far-reaching in 
its application. If true of labor, it is equally true of the other factors. 
But note the method! He raises the question (p. 119), What is 
the nature of the contribution made by each factor? It is not 
physical, for — then follows the old economic puzzle about free. 
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goods, which are of great importance to the product, yet do not on 
that account have any value ; and then the other familiar puzzle 
about complementary goods, the contribution of no one of which can 
be determined by comparing the amount of the product when it is 
present with that when it is not present. All of this is entirely true ; 
but it applies to almost every case of value, and it leaves absolutely 
untouched the proposition which the author believes he has over- 
thrown — that labor receives what it has contributed (in the economic 
sense) to the product. By economic contribution is meant the value 
that is logically attributed — that which with free competition would 
be practically assigned to the agent. It is the marginal utility or, in 
older phrase, the price at which the demand will just carry off the 
supply. It may rise or fall, in the case of any economic agent or 
good, from causes extraneous to itself. The author's confusion on 
this point, in his discussion of the shares going to labor and capital 
in the United States and Canada (pp. 98-101), is an interesting 
example of good facts and bad theory. 

Finally, after showing that Walker's residual theory is fallacious 
(pp. 113-118), the author becomes an economic agnostic : 

We must get rid altogether of the idea that there is an economic force 
which allots absolutely any share of the product, even the smallest, to any 
of the claimants [p. 119]. . . . The destructive criticism to which each 
successive attempt has been subjected leads us to the conclusion that the 
need for absolute determination in the theory of wages is illusory. ... A 
review of the phenomena of distribution shows us that there is no definite 
law in accordance with which just so much, and no more, is assigned to any 
one of the claimants [p. 118]. 

The author's own explanation, his "bargain theory of wages," is 
thus confessedly not a theory at' all, but an averaging of errors to 
arrive at the truth. It is an " eclectic " grouping of false doctrines, 
and an attempt " to recognize the measure of truth and explanation 
contained in each " (p. 128). 

In the subsistence theory of wages, Professor Davidson finds the 
minimum of wages — "the supply price." In the productivity 
theory, and " the estimate which the employer forms of the efficiency 
of labor," he finds "the demand price " (p. 132). The wages-fund 
theory, he concludes, gives us the proper form of an equation, 
wherein both supply and demand are recognized. 

The value of labor will generally be determined neither at one estimate 
nor at the other, but somewhere between the two estimates, in a kind of 
debatable ground, as it were [p. 142]. . . . Between these two limits 
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the value of labor is determined by the comparative strength of the bar- 
gainers [p. 162]. 

Throughout the book the personal element in the higgling of the 
market is greatly exaggerated : each factor is personified (pp. 123, 
124), and is represented as getting a share only because it can threaten 
and browbeat the others, while the determining impersonal forces back 
of these apparently dominant influences are absurdly underrated. 

In fact, there has here been dignified with the name of a theory a 
shrewd and suggestive discussion of the various practical forces which 
limit or facilitate competition. The " contribution " or " efficiency " 
form of the productivity theory is merely a hypothetical statement 
of the point at which wages will be fixed, free competition being 
assumed. This important condition has been overlooked by many ; 
and the author renders an important service in so clearly and force- 
fully showing the effect of greater or less knowledge of the market 
conditions on the part of the laborer (pp. 164, 165), of the truck 
system (pp. 165, 287-311), of self-respect and character (p. 166), of 
trades unions (pp. 167, 254-280), of legislation and public opinion 
(pp. 168-173). But this is not a theory of wages: it is a case of not 
seeing the wood for the trees. Pervading the book is a confusion of 
the concepts of theory and practice. For example : " Theoretically, 
the employer has the laborer at his mercy owing to the necessities of 
living ; practically, he dare not push his advantage " (p. 148). Such 
a conception of theory is destructive to clear thinking. If the author 
had professed not to present a new theory, but merely to describe 
and discuss concrete circumstances, even the practical conclusions 
would have been more valuable. 

Professor Davidson has shown (p. 123) that it is as true of the 
other factors as it is of labor, that the share of each is determined 
"by the strength of the bargainers." He does not recognize the 
consequence of this. If what he has presented were valid, it would 
be not merely a " bargain theory of wages," but a bargain theory of 
value. As such it can hardly find acceptance. It is, however, an 
interesting example of the most extreme reaction from the old 
assumption of perfect competition. Frank A. Fetter. 

Stanford University. 

L'Avcnir de la race blanche, (Critique du Pessimisme Con- 
temporain.) Par J. Novicow. Paris, Felix Alcan, 1897. — 183 pp. 

M. Novicow's book is good reading for any time, and especially 
good reading now. Rapidly moving events in the far East have 



